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LETTEE OF TEAIsTSMITTAL. 



U. S. Department op Agricut.ture, 

Bureau of Plant Industry, 

Office of the Chief, 
Washington, B.C., June 8, 1912. 
Sir: I liave the honor to transmit herewith and to recommend for 
publication as a Farmers' Bulletin a manuscript entitled "Farm 
Bookkeeping," prepared by Mr. Edward H. Thomson, Agriculturist, 
under the direction of the Agriculturist in Charge of the Office of 
Farm Management of this Bureau. 

This paper has been prepared in response to numerous inquiries 
for information on the subject. It is believed that its publication 
will assist farmers in arriving at a better understanding of their farm 
business. 

Respectfully, B. T. Galloway, 

CJiief of Bureau. 

Hon. James Wilson, 

Secretary of Agriculture. 

511 

2 - 



COljfTEIirTS. 



^ Page. 

Introduction 5 

Difficulties of farm bookkeeping C 

Types of farm bookkeeping 6 

Simplifying the record work 7 

What accounts to keep 8 

Fann inventory 9* 

Determining values and depreciation T 12 

Cash accounts - - . . 15 

Farm receipts 19 

Farm expenditures : 20 

jWhat constitutes farm profit 23 

Labor records 22 

Records of separate farm enterprises . 26 

Live-stock records 33 

Live-stock production records 33 

Feeding records 34 

Interpretation and use of farm accounts ^ . . : . : . 35 

Summary 36 



ILLUSTBATIOIiTS. 



Page. 

Fig. 1. Curve showing the actual monthly cost per hour of farm labor on a New 



England dairy farm in 1910 24 

2. Curve showing the average hoiurs of work per day per farm work horse 

on a 320-acre grain and stock farm in Iowa 25 

3. Illustration of a form of monthly labor-report blank 26 

4. Illustration of a desirable form for detailed farm-labor records 27 

Bil 8 



B. P. 1— 764. 

FARM BOOKKEEPING. 



INTEODUCTIOlir. 

The fact that there are 6,400,000 farmers in this country, each of ■ 
whom is utilizing land, labor, and capital as a means of derivmg an 
income, is sufficient reason for a brief discussion of the principles of 
farm bookkeeping. 

Farming is a business the same as banking or running a department 
store. It is a business which involyes the production and sale of 
several kinds of products. Two important points must be con- 
sidered: (1) What does it cost to produce these products? (2) By- 
selling at market prices, what profit is made on them ? 

The problem of the farmer is to meet conditions on his own farm 
in a way which will give him the greatest net returns for his labor and 
the use of his capital. He should receive interest on his capital as 
well as wages for his labor, but owang to the lack of proper records few 
farmers know what wages they actually receive. There is reason 
to believe that the majority of farmers are really living on the inter- 
est of their investments rather than on the profits of their farms. 

A very large number of farm problems have been worked out in 
the experiences of farmers — ^far more, in fact, than have ever been 
worked out in any other way. There are some problems, however, 
which have not been thus solved. The probliem of farm bookkeeping 
is one of these. One of the reasons for this is that what instruction 
the farmer has had on the subject has been misleading. As in the 
matter of architecture, so in bookkeeping the main work that has 
been done has related to city conditions and is not applicable to 
conditions on the farm. Hence it is that the problems of farm 
architecture and farm bookkeeping are not satisfactorily worked out. 
Those farmers who have tried to keep books have usually used 
systems devised by city bookkeepers who do not know the conditions 
to be met in keeping books on the farm. Even where the systems 
have been modified in the attempt to meet farm needs they have 
usually retained features of ordinary commercial bookkeeping that 
rendered them unsuited to the farmer's needs. 
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8 FAKM BOOKKEEPING. 

(2) Do not consider that the farmer or his family receive anything 
for their labor unless they are paid in cash the sanae as hired labor. If 
there is a surplus at the end of the year, it is their compensation. In 
this way the accounts will not be confused with items not strictly cash. 

(3) Farm products used by the household should not be credited 
to the farm in the cash account along with products sold, but should 
be taken care of separately. 

WHAT ACCOUITTS TO KEEP. 

The questions that always come up when starting out to keep farm 
records are: What does one wish to know about the farm as a whole or 
about the different things on the farm ? Are the records to show only 
the net profit made in the year, or are they to include what each part 
of the farm cost and what each part returned ? These questions munt 
be decided by everyone intending to keep a set of farm accounts. 

It is at this point that difficulty arises in keeping records, unless one 
has a clear idea of what he is intending to find out and then keeps such 
records as will give him that information. It is one thing to know 
what records should be kept, and an entirely different thing to know 
how to keep them. It is equally important to know what records 
should not bo kept. This will bo largely determined by the kind of 
farming that is followed. The simplest records are not always the 
most useful. Xot to know clearly what accounts are essential has 
been the means of discouraging many attempts at farm bookkeeping. 
Many farmers seem to think that if they can get the proper books or 
forms they will be able to ascertain at the end of each year the exact 
financial conditions of their farms. This idea is entirely wrong. Any 
kind of a blank book will do, as it is the records that need to be con- 
sidered. It is important, therefore, to know at the start what results 
can be obtained from certain records. 

If only the total net gain or the net loss of the farmer (not the farm)* 
for the year is wanted, then but two records are needed. These two 
records are (1) a complete inventory of the farm business at the begin- 
ning of the year, and (2) another at the end of the year. The difference 
between these inventories gives the net increase or decrease in the 
farmer's wealth for the year. This difference will not correspond with 
the cash on hand or in bank, for much of the increase may be due to 
additional stock on hand or to unsold products. Furthermore, it 
does not take into account the farmer's personal and living expenses 
during the year, the money for which came from the farm income, nor 
the value of the supplies which the farm furnished to the family. 
These items will not be shown in the inventory at the end of the year, 

1 The farm may have made a handsome profit during the year and yet the farmer may be poorer than ha 
was before by reason of having spent all the profit of the farm and more besides. 
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but. the difference between the two inventories will show how much 
more or lees one is worth than he was the year previous, exclusive of 
houcehold and personal goods. 

FARM mVENTORY. 

•The one most important record on any farm is the inventory. A 
large number of farmers keep a memorandum of cash transactions, 
including sales and expenses, but never once do they stop to determine 
the amount of their investments or how their money is invested. An 
inventory is a sort of guide or milepost, if it may be called such, which 
tells one where he stands each year. Without it he is absolutely 
unable to determine the profit or loss on the farm for the year or to 
determine his net worth. 

What is a farm inventory, and what should it include ? It is simply 
a statement showing what the land, buildings, equipment, live stock, 
and produce on hand are worth at the time the inventory is taken. 
It is a list of farm property and of farm debts. It should be itemized 
to show separately what the farm is worth, the value of each machine, 
the valtfe of each group or head of live stock, the products for feed or 
for sale, the material or supplies on hand, and the cash on hand or in 
bank. It must also show all the bUls which the farmer owes other 
people and which other people owe him. 



Sample farm inventory: Farm of - 



Property. 



REAL ESTATE. 

Farm of 180 acres (155 tillable), In- 
cluding buildings (dwelling $1,600, 
bams $1,800, other buildings $600), 
fences, and other improvements... 



UTE STOCK. 

Dairy cattle: 

Cows, dry and in milk. 

BuU 

Calves 

Two-year olds 



Total value of dairy cattle. 

Hogs: 

Brood sows , 

Pigs , 



Total value of hogs 

Horses: 

Horse, Jim, 7 years old , 

Team, Nell and Bess, 6 and 6 

years old 

Team, Jack and Prince, 6 and 7 

years old 

Colt, 1 yoar old 



Total value of horses 

54003°— Bul.'sil- 



April 1, 1911. 
No. Eate. 



$50.00 



14.00 
28.00 



22.00 
4.00 



Valuation. 



$13, 500. 00 



$1,200.00 

50.00 
84.00 
112.00 



44.00 

32.00 



200.00 
425.00 



400.00 
75.00 



1,446.00 



76.00 



1, lOO. OO 



April 1, 1912. 



No. Kate. 



$50.00 



15.00 
20.00 



21.00 
3.00 



Valuation. 



$1,300.00 
45.00 
120.00 
120.00 



42.00 
18.00 



180.00 
425.00 



400.00 
145.00 



$13,500.00 



1,586.00 



60.00 



1,150.00 
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Sample Farm inventory: Farm of . — Continued. 



Property. 


April 1, 1911, 


April 1, 1912. 


No, 


Kate. 


Valuation. ' 


No. 


Rate. 


Valuation. 


LIVE STOCK — continued. 

Poultry: 


160 
5 
2 


$0.60 

1.00 
3.0O 


$96.00 
5.00 
6.00 


$107. 00 


125 
4 
3 


$0.60 
1.00 
3.00 


$75.00 
4. CO 
9.00 


$88.00 




















2,729.00 


2,883.00 


MACHINEBY AND TOOLS. 


1 

2 
2 
1 

1 




90.00 
90.00 
56.00 
35.00 
20.00 


1 

2 
2 
1 
1 




82.00 
82.00 
50.00 
30.00 
19. 00 


475.00 


401.00 




45.00 
28.00 


41.00 
25.00 








(List all items of farm machines, 
wagons, harness, and small 
tools.) 

Total investment in machin- 
ery aad tools (not all listed 










FEED AND SUPPIJES. 

Farm products: 

Potatoes do 

Hay, timothy tons.. 

Hav, mixed do 

Silage do 


80 
200 
40 
10 

5 
40 

Oi 

3D 

45 
3 
4 

20 


. 60 
.42 
.75 
16.00 
12.00 
4.00 


48.00 
84.00 
30.00 
160.00 
60.00 
160.00 
15.00 
31.00 
24.00 
36.00 
6.00 
2.00 
2.00 


125 
90 
80 
20 
4 
40 


60 
'.50 
.60 
15.00 
12.00 
4.00 


» 

75.00 
45.00 
48.00 

300.00 
48.00 

160.00 


658.00 


836.00 


Mixed teed do 

Seed oats hnshels . . 

Seed potatoes do 

Seed com do — 


.80 
.80 
2.00 
.50 
.10 


2i 
35 
50 

3 


30.00 
.80 
1.00 
2.00 


75.00 
28.00 
50.00 
6! 00 


Twine pounds.. 

7ot>Q>l VftlUG of fsfid 3Ild SUP" 


10 


.10 


1.00 






J. A. BrowiT, My tons.. 

R. S. Jones, potatoes bushels.. 


2 
40 








210.00 
1,938.00 


13.00 
.60 


26.00 
20.00 


46.00 
670. 00 


2, 143. 03 


CASH. 






90.00 
580.00 


"jxi bank 










Total 














BILLS PAYABLE. 














2,000.00 




1,500.03 


StJMMABY. 






13, 500. 00 






18,078.00 
2,000.00 




13,500.00 
2,883.00 
461.00 
836.00 


19,828.00 
1,600.00 








2,729.00 












475.00 
658.00 
46.00 
670.00 
















Bills receivable 








Cash on band and in bank . . , . 










2,148.00 












































16,078.00 


18,323.00 


Increase in inventory, $2,250. 
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The foregoing form will give an idea of a farm inventory. It will 
be noted that the inventory is divided into seven parts or divisions. 
Such division is not absolutely necessary, but it is usually desirable 
to Imow how much of the total capital is in live stock, how much in 
machinery, etc. 

The first division includes what is known as real estate. Under 
this heading is placed the land, buildings, fences, wood lots, and all 
items of that nature, which it is not desirable to itemize separately, 
for the farm is thought of as consisting of the land, buildings, and 
other permanent improvements. If it is sold all of these items are 
included. -In placing the value on the farm, estimate so much per 
acre or else fix upon a lump sum. 

The next division is live stock, where the different classes are 
entered separately — as horses, cattle, hogs, poultry, and the like. 
Each class is itemized as far as practicable. Thus, one can tell any 
year his total investment in horses or other classes of live stock. In 
taking this inventory each animal should be given a separate value 
or some method followed so that in taking the second inventory 
each class or individual can be recognized. 

A third division in the inventory is the machinery and tools. 
This division contains the largest number of items to be listed, as' 
this part of the equipment on a farm is always varied and consists of 
a large number of implements. In taking the inventory of the 
machinery and small tools, it is important to use care not to over- 
look any item, using the best judgment possible in placing the values 
on different articles. If certain machines are overlooked in one inven- 
tory and then included in the next it causes an inaccuracy in the 
records which could be easily avoided. If it is carefully taken and 
each item listed separately a machinery and small-tool inventory on 
a farm will fill several pages. If such detail is not desired, the minor 
tools of the value of less than $1 each may be grouped into a class 
together and a lump valuation given, but such a course is not advis- 
able. It is surprising what a large number of these small tools there 
are on a farm and, furthermore, what a number are misplaced during 
the year. A carefully itemized inventory once a year is a help in 
locating the minor tools, and inventory day is a convenient time to 
call in all lent tools, which have a habit of changing owners if they 
remain too long away from home. All farmers know how easy it is 
to lose a hammer or an ax, but an old wagon never disappears. 
Circular No. 44 of the Bureau of Plant Industry, entitled "Minor 
Articles of Farm Equipment," gives a very complete list of small 
tools on a farm. 

The fourth division of the inventory includes feed and supplies. 
Some of the items in this division are hard to estimate closely, as, 

511 



12 



FABM BOOKKEEPING. 



for instance, the number of tons of hay, straw, and other produce. 
Care must be used in listing the items to include all farm supplies, 
such as binding twine, fertilizers, machine oil, lumber, etc. 

The fifth division consists of bills receivable, which should include 
all bills and accounts due the farm. Each account ought to be listed 
separately. Of course, these face values do not always represent 
real values, but each should be noted until it is either settled or 
proved to be worthless. 

The sixth division of the items in an inventory consists of the 
amount of money on hand and in bank. This last item should be 
accurate in every detail. 

The sum of these six divisions will be the total investment in the 
farm. This investment is not necessarily the net worth, for as yet 
the biUs payable have not been deducted. So another division 
should be made, hsting in it bills and accounts payable, the sum of 
which should be subtracted from the total' investment to obtain the 
net worth. It must be understood that in this inventory no men- 
tion has been made of the household furnishings or personal articles, 
a;s only the farm and its accessories have been considered. It is true 
that the house lias been included in the value of the farm, -but this'is 
necessary, as it is a part of the real estate and would be included if 
the place were sold. If a farm has two houses, the value of one not 
used for farm purposes need not be listed where the farm can be sold 
without it. 

■ It will be noted in the inventory form shown that there is a place 
for the values on April 1 of one year and for a corresponding value 
of the same item the following year. This inventory form is only 
one of many which can be used, but it is presented because it has 
proved to be convenient and useful in taking farm inventories. In 
using an ordinary ruled book for this work it is well to have a sepa- 
rate page for each division of the inventory. For instance, on one 
page place the real estate and all items pertaining to it, on another 
the live stock, and so on. Then on another page bring together the 
totals for each of the different groups to give the total investment. 
By following this method space will be found for the new items that 
must be added to the inventory at the end of the year. 

DETEBMIUma VALTTES AND DEPBECIATIpN. 

There are many opinions on the question of how farm values 
should be determined. It has been suggested that the value of a 
farm should be its original cost to the present owner, but the objec- 
tion to this idea is that the present value may be much greater, or in, 
exceptional cases much less, than the original cost. The increased 
value may be the result of labor and cash expended thereon in per- 
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manent improvements by the owner. Then again, the farm may 
have cost the present owner nothing, coming to him as a legacy. On . 
the other hand, unusually high or speculative values should not be 
used, as they are likely to mislead and deceive even the owner. Tliis 
danger of overvaluing th,6 farm and other items must be carefully 
guarded against, as no benefit can come from it. In taking the farm 
inventory it is a good rule to place the values on all different items 
as nearly as possible at the amount for which they could be sold. 
This must not be construed to be the values that would be obtained 
at a forced sale, but those secured under normal conditions. This 
method of placing values on real estate, live stock, and machinery 
may seem unjust in that it is likely to give too low Values to the 
different items. But the danger of placing values too low is not 
nearly as great as that of getting them too high and then finding 
at the end of the year that many items did not warrant such high 
valuations. 

In the case of real estate the decrease in value due to natural de- 
preciation is not nearly as great as on machinery. Few accurate 
data relating to the depreciation of buildings are available ; further- 
more, it is diflicult to estimate such depreciation, and it will vary 
greatly in different regions. It would seem that a fair allowance for 
the depreciation of buildings is about 3 per cent. One's judgment 
must govern him in using the depreciation figures. It -often happens 
that the increase in land values from year to year will more than 
offset the depreciation in buildings and other improvements. , If this 
increase in land values is at a moderate rate it may be safe to assume 
that there has been no net loss on real estate through depreciation 
for that particular year. Furthermore, on well-managed farms the 
amount spent for repairs and for the maintenance of the buildings 
and fences is sufficient to keep them in nearly as good condition as 
they were at the beginning of the year. In other words, as soon as 
one stops repairing or keeping up buildings and fences the rate of 
depreciation is greatly accelerated. In the case of tile drains, which 
are a part of the farm, the depreciation is small, largely depending 
upon the quality of the tile and the care used in laying them and in 
keeping the outlets open. On farms in.regions where the land values 
are not advancing, if there is a wood lot the annual increase in the 
growth of timber may offset any loss through depreciation. 

In determining the values of the live stock, one should be gov- 
erned by the market prices for the different classes. Inasmuch as 
the market varies from year to year it may be low one year and 
high the next, thereby decreasing or increasing the capital. It is 
impossible to overcome this variation, and a man'^ worth will fluc- 
tuate with the market values of what he owns. If no attention is 
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paid to market values it may be found that after a few years certain 
classes of property may have steadily dechned in value, and if in- 
ventory values are not decreased accordingly a fictitious profit 
would be shown each year. 

In valuing the machinery some problems may be encountered. It is 
well known that a machine depreciates in actual market value rapidly 
the first year used, or even the first few months used. That is, a mow- 
ing macJiine may sell new for $45, but let it be used a month, thereby 
making it second hand, and it will be difficult to obtain $35 for it. 
This is even more marked with other kinds of tools. The farmer 
buying new equipment during the year will find the market value of 
that equipment at the end of the year much less than the original cost. 
For the second and third year's use the market value of the machine 
may not appreciably decrease. In other words, a mower that has 
been in use three years will sell for almost as much as one that has 
been in use three months. The rate of depreciation on machinery 
has been variously estimated from 6 to 10 per cent. This rate, 
however, is affected by a large number of factors. Some farmers, 
who take care of their machinery, will make an implement last twice 
as long as others; on some farms the rate of depreciation must 
necessarily be low, while on others it will be high. Again, the rate 
of depreciation on certain machines is much greater than on others, 
and this factor needs to be taken into consideration. 

Mr. Grant G. Hitchings, a practical New York farmer who has 
given much attention to bookkeeping, uses the following method in 
taking his machinery inventory: He deducts 10 per cent of the 
machinery investment and to the remainder adds the cost of 
the new implements purchased during the year. For instance, if 
his machinery was worth $425 at the beginning of the year and 
during the year a new mower and a horse rake were purchased for 
$70, the next year's inventory would be $452.50. This result is 
determined by deducting 10 per cent of $425, giving $382.50, then 
adding $70, the value of the new machines purchased. This method 
will undoubtedly not give a correct equipment inventor}' for certain 
years, but when used over a long period the values should be nearly 
correct. If it is found that this rate is too high or too low a new 
inventory can be taken any year and the total investment corrected. 
This method is a practical way of handUng the depreciation on 
machinery, but is not recommended in farm cost-accounting investi- 
gations. 

In determining the values of feeds and produce the farm price 
should be used. This price should be that at the nearest market 
less the cost of transportation to the station. 
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The best time to take an inventory varies in different parts of the 
country, depending upon the season and the business practice in the 
particular region. In the Northern and Eastern States perhaps the 
best date is March 1 or April 1 ; in the South an earUer date might 
fit very well. In the Central States, March 1 is undoubtedly the 
best time, because aU farm business transactions in that region date 
from that day, while in the eastern part of the country the farmers' 
day of reckoning is April 1. This ordinarily corresponds with the 
date on which tenants change farms. On fruit farms, truck farms, 
and the like, January 1 is satisfactory; on poultry farms September 
1 or October 1 is a good date, because the new poultry year usually 
starts at the time that the hens are placed in winter quarters. The 
most convenient time for taking the annual inventory thus varies 
with conditions. 

Upon completing the first inventory the most important of the 
year's records is finished, for without this inventory one has no basis 
on which to build future records and is at a loss to know whether he 
is gaining or losing, while with a good, clear inventory of all his 
property he is prepared to keep such other records as will give him 
the information he desires at the end of the year. 

CASH ACCOUNTS. 

In starting to keep a record of the cash items it is of the utmost 
importance to know definitely just what records are wanted. 

In order to make the cash account balance, i. e., to correspond with 
the cash on hand or in bank, one needs to have an account of all 
expenses. Inasmuch as the household items are usually bought along 
with the farm items, they must necessarily be included in the records. 
However, the reason for keeping a record of household accounts along 
with those of the farm is to keep the books in balance. They add 
work to farm bookkeeping and are not a part of the real farm records. 
By an examination of the account books of eight farms it was found 
that of all the cash transactions recorded the items pertaining strictly 
to the farm formed 54.6 per cent, the personal items formed 22.1 per 
cent, and household items 23.3 per cent. The average number of 
cash items entered on the books was 577, and of this number only 
315 were farm items. It would seem best not to keep the household 
accounts in detail, but to combine all the household items for each 
day into one entry, unless the housekeeper wishes to so keep them 
as to know how much of each article is used. AU the items pertain- 
ing in any way to the farm business should be itemized carefully. 
' A blank form well adapted for handling these cash items is 
known as a daybook form and consists of a plain ruled page similar 
to that in most books designed for bookkeeping. The right-hand 
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column is used for totals and the column to the left of it for the 
different items. This form is very simple and can usually be ob- 
tained at any stationery store. There are various other forms, 
many of which are useful and possibly better than the one here 
described, but farm bookkeeping is not a question of forms; it is a 
question of what records to keep and how to use them. The most 
carefully devised bookkeeping blanks will not give good farm records 
unless the person doing the work has a clear idea of the purpose 
of the records. 

Of the several ways of keeping -cash accounts, three will be briefly 
discussed. A method commonly used by farmers is to enter "Re- 
ceipts" on one page and "Expenditures" on another. Under one 
head place all items bought and under the other all items sold, 
as stock, crops, and other products. 

One method of keeping cash receipts and expenditures. 



RECEIPTS. 



1911. 



April 



20 bushels potatoes, at .03 

18 dozen eggs, at .21 

2 tons hay, at 16. 0^) 

1 cow to J. Brown 

30 dozen eggs, at .20 

3 bushels seed potatoes, at 1. 03 

EXPENDITURES 

1 ton cottonseed meal for dairy 

Strap for wori: liarness 

Personal 

Household 

Garden seeds... 

Express on seeds 

2 milk pails 

Household 

Repairing plow. 



S12.00 
3.78 
32.00 
47.50 
6.00 
3.00 



$104.28 



1911. 



April 



S!5.00 
.35 
2.25 
1.60 
8.00 
.85 
2.00 
.86 
1.20 



$52. 11 



For a simple, easy scheme of bookkeeping such a record is very 
satisfactory and if followed out to the end of the year will give all 
business transactions. But if one wishes to know the aggregate 
income from the sale of eggs or of milk, it will be necessary to go 
through the records and pick out all these items and add them 
separately. In other words, such a record gives the total receipts 
but does not classify them. In order to ascertain what each enter- 
prise returns to the farm it is necessary to classify all records under 
their respective headings. This operation, known as posting the 
original entries, is nothing more than classifying the items under 
their respective heads. The totals of these separate accounts can 
then be added to give the receipts for the year. 
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Below is illustrated the total cash receipts and cash expenditure* 
for a farm and the distribution of the same. A further discussioa 
of what constitutes farm receipts and farm expenditures will be given, 
later. 

Statement showing summary of cash receipts and expenditures on a farm for the year^ 

RECEIPTS. 



MUk 

Apples 

Potatoes 

Hay 

Cattle 

Eggs 

Poultry 

Wood...., 

Bills receivable (collected) 



$2,800.00 
180.00 
1,100.00 
190.00 
145.00 
174.00 
26.00 
40.00 
46.00 



$4,701.00!. 



EXPENDITURES. 



Labor 

Feed purchased 

Fertilizer 

Seed 

Lumber for building 
Miscellaneous farm. . 

Household 

Personal 

Thrashing 

Cattle purchased 

Taxes 

Interest on debt 

Debt (paid) 



$800.00 
480.00 
125.00 
70.00 
50.00 
180.00 
420.00 
148.00 
42.00 
175.00 
133.00 
100.00 
500.00 



The second method of handling the cash transactions is to make 
the original entry direct upon its account ; that is, instead of putting- 
all the different items down one after another on one page, to classify 
them as they are entered in the book. 

CasK items entered direct to their respective accounts. 



1911. 



DAIRY. 



Receiyed. 



April 



2 cows to C. Brown 
1 yearling to Smith 
Milk and cream 



$88.00 
19.00 
114.25 



$221.25-; 



DAIRY. 



Paid. 



April 



1 ton cottonseed meal. 

2 rnilV pails 

1 cow torn A. Johnson 
On&lialf ton bran 




$110.00 



54003°— Bui. 511—12- 
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By this method all items pertaining to the sale of milk and dairy 
products will be put under "Dairy," all items for the sale of eggs and 
poultry will come under "Poultry," etc. This is known as entering 
accounts direct to the ledger or, as it is sometimes. called, a classified 
daybook. This system has proved satisfactory with many farmers. 

The third method is that illustrated below and is similar in prin- 
ciple to the second method, the difference being that as all the accounts 
appear on two pages it is an easy matter to ascertain the totals and 
to balance the cash account. Unless a wide blank is used it does not 
admit of many accounts, but on most farms only a few are needed. 

Form illustrating special-column cashbooh; items entered direct to separate accounts. 

RECEIPTS. 



1911. 


Item. 


Dairy. 


Poultry. 


Crops. 


General. 


April 


2 
3 
4 


2 yearlings to Jones 


$3S.OO 








2 tons of hay to Brown 




»32.00 




14 dozen eggs, at 25 cents 




83. 50 












EXPENBITTJEES. 


1911. 


Item. 


Dairy. 


Poultry. 


Crops. 


General. 


April 


2 
2 
7 


1 ton wheat bran 


128.00 








10 busheto seed oats, at $1 




$10.00 








$2.50 













This special-column cashbook can also be used in taking account 
of the expenditures, listing them under several headings, as "Live 
stock," "Crop," "Household," "Personal," and "General" expenses, 
care being taken to exclude anything which is not actually a cash 
transaction. By keeping the records in this way one will be able to 
balance his cash with the totals as shown by the accounts, but if items 
not cash are included in any of these accounts it will be difficult to 
make the records balance. In the following form some suggestions 
are given for keeping the cash transactions. The most detailed 
records are not usually the best records. 

Illustration of desirable and undesirable detail in entnf of household and personal items; 
also of complete and incomplete detail in entry of items pc. taining to the farm. 

COMPLETE AND DESIRABLE. 



1911. 


Item. 


Received. 


Paid. 


Sept. 


29 
30 


Coal for thrashing, three-fourths ton, at $4 




$3.00 
.89 


Household expense 




Sold 2 tons hay of this year's crop, at S15 -. . . 


$30.00 




2.65 


1 
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Ilhtslration of desiruhle and undesirable detail in entrj of household and personal items; 
also of complete and incomplete detail in entry of items pertaining to the farm — Cont'd. 

INCOMPLETE AND UNDESIRABLE. 



1911. 


Item. 


Eeeehred. 


Paid. 


Sept. 


20 
30 


Coal 




$3.00 
.45 
.26 
.24 


2i potiads s teak '. 




Bread 








Hay..... 


$30.00 


Cravat.. 


.2£ 
2.00 
.30 


Shoes. 




Candy an^ petuHits 









IF ASIC BECEIPTS. 



It may be well at this point to state definitely what constitute 
farm receipts. This can best be made clear by the use of the following 
diagram: 

Diagram of fiatn receipts and expeneKiure». 

EXJKKDtTUBES. RECHIMS'. 



Lalxu. 
Live stock. 
Peed. 
; Pertaizer. 
Maehinefy. 
Kfepairs. 
Farm taxes. 
Miscellaneous. 








Crops soid. 
Live stock sold. 
Live-stock prod- 
ucts. 
LaBor for otbere. 
MisceUanetHis. 


Cash paid tax 


FARM. 


Cash received (or 












Decrease in in- 
ventory. 


Indirect 


Iiadireet 


Increase in in- 
veotwy. 



Here the farm is considered as a unit, and the money received for 
everything which goes off the farm represents a farm receipt. The 
money paid for ercrything which comes to the farm from outside 
represents an expenditure. There is one other receipt which the 
foregoing rulte does not cover, i. e., the incretised inventory. A 
farmer may work on his own place, such as building a bam or putting 
in tile ditching, and thereby greatly increase the value of his farm. 
This increase represents a receipt just the same as crops or stock sold, 
but it is received indirectly. The only place where this receipt wUl 
came into the accounts will be the inventory. To make this point 
still clearer, all the items representing farm receipts are grouped into 
six divisions, as follows : 

1. Crops sold from the farm. 

2. Live stock sold from the farm. 

3. Stock products sold from the farm. 

4. Money received for labor for others, such as teaming or hauling. 

5. Miscellaneous (old machinery or supplies). 

6. Increased inventory or increased investment in the farm. 
511 
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The total of these items constitutes the farm receipts for the year, 
exclusive of what the farm furnishes toward the owner's living. 

FARM EXPENDITUBES. 

It is well to outline what constitute farm expenditures. The sa.me 
rule holds true here as with the farm receipts, i. e., nothing not 
paid for in cash represents a farm expenditure, except a decreased 
inventory. This decreased inventory is likewise taken care of by the 
difference in the inventories at the beginning and at the end of the 
year. Often records are found which give such items as this: "One 
horse died, value $100." This item has been added in with other 
farm expenditures, when in reality it is not an expenditure at all. 
True, it is a loss, but this loss will be shown by the live-stock inven- 
tory at the end of the year. 

In this discussion the farm has been considered as a unit in its rela- 
tion to the outside world and in no case has the relation existing 
between different enterprises on the farm been considered, i. e., the 
records which have been explained up to this point will not show 
what each crop or class of live stock is paying, as they pertain to the 
farm as a imit and not to any individual enterprise. Before going 
farther with the discussion of farm bookkeeping it is well to determine 
what the present accounts wUl give. 

WHAT CONSTITUTES FAEM PROFIT. 

Farmers frequently deceive themselves by not figuring profits cor- 
rectly. Let us suppose that $12,000 is invested in a given farm and 
its equipment and that the current rate of interest on farm loans is 
5 per cent. Now, if this $12,000 were loaned out at this rate it would 
bring a revenue of $600 a year. Hence, the first $600 of net income 
represents the interest on the investment and not a profit on the 
operation of the farm. Let us further suppose that the unpaid family 
labor is worth $200 and the owner's time and managerial ability is 
valued at $400. Then the next $600 of net income represents wages, 
not profit. In the case here supposed the net income would have to 
exceed $1,200 before there is any real profit. 

To determine the actual profit a farm has made during the year, 
the following accounts are necessary: 

(1) Two inventories, one at the beginning, the other at end of the year. 

(2) The totals of the personal and household expenses during the year. 

(3) The interest paid on indebtedness during the year. 

(4) The value of the supplies furnished by the farm toward the living of 

the fanner and his family. 
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Item. 



April 1, 
1911. 



April 1, 
1912. 



Farm inventory: 

Beal estate 

Livestock 

Machinery anij tools. 

, ■reedand.simplles 

Bills receivarae 

Gash on hand and in bank. 



Total farm investment. 
Bills payable 



Net worth each year. . 
Increase in net worth. 



Cash account: 

Fersraial expenses 

Household expenses. , 

, Interest.on: mortgage of $2,000 

Total money paid out for other than farm expenses during year. 

Supplies and rent: 

- . Sullies fumKhed by farm to owner 

Bent of farmhouse (its value to owner) 

Total supplies and house rent 



Total farm gain. 



Interest and labor: 

Inteirest on average of total farm investment of $18,953, at 5 per cent . 

_ Unpaid family laibor (estimated) 

Owner's labor (estimated) 



Total Interest on investment, etc. 
Actual farm profit 



J13,606.00 
2,729.00 
475.00 
658.00 
46.00 
670.00 



18,078.00 
2,000.00 



16,078.00 



148.00 
420.00 
100.00 



120.00 
180.00 



947.65 
300.00 
480.00 



113,500.00 
2,883.00 
461.00 
836.00 



2,148.00 



19,828.00 
1,500.00 



18,328.00 



2,250.00 



668.00 



300.00 



3,218.00 



1,727.65 



1,490.35 



The statement just presented gives the items which are needed and 
the method used in determining the farm profit. The first part shows 
the two complete farm inventories. The difference between them, 
which is $2,250, represents the increase in net worth exclusive of 
household and personal goods. This increase includes the farm gain 
from the growth of live stock, the amount of unsold produce, etc. 
During the year the farmer paid out of the funds received from the 
sale of farm products $148 for personal expenses, $420 for household 
expenses, and $100 interest on the mortgage of $2,000, making a total 
of $668 paid for other than farm expenses. The owner also received 
from the farm milk, butter, eggs, and garden produce, the total value 
of which for the year is estimated at $120. The rental value of the 
farmhouse to the owner must be counted as a farm receipt and has 
been estimated at $180. The house has been included in the farm 
investment, and, as interest is charged on the total investment, the 
farm should be credited with the value of this house rent. The $2,250 
increase in net worth plus the $668 paid out for other than farm 
expenses plus $300, the value of the supplies and rent furnished by 
the farm, constitute $3,218, the total farm gain. 

The farmer had invested $18,078 the first year and $19,828 the 
second year, or an average of $18,953. This investment should pay 
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him a fair rate of interest before he can count anj profits. Assuming 
the rate of interest to be 5 per cent per annum, the interest charge is 
$947.65; deducting this charge from the farm gain leaves $2,270.35, 
which represents the amount that the farmer and his family made 
during the year. The owner's family, who did some work on the- 
place during the year, were not paid in cash, and the value of their 
labor should be deducted before showing profits. In this, instance it 
ia estimated at $300; subtracting this estimate from the- $2,270.35 
leaves $1,970.35^ which amount" can be called the farmer's labor 
income, or the amount of money that he earned on the farm during 
the year after all expenses except his own labor were deducted. To 
find the net farm profit the owner must be paid for his own labor, 
whicli in this case is estimated at $480- for the year. This sum 
deducted from $1,9^70.35 pves a farm profit of $l,4i90.35-. The last 
item, and no other, is the actual farm profit. 

Many farmers would be better off financially if they sold their 
farms, loaned their money at 5 per cent, and hired thems^ves out at 
current wages. This statement is not made with the idea that every 
farmer who is not making 5 per cent interest on his money should 
discontinue farming, but in the hope that it wilt induce farmers to 
determine the financial status of their business. 

Thus far the account deals only with the inventory and with cash 
trajasactioaa. From, these accounts the- farm profit or loss and the 
distribution of the receipts and expenses can be determined. But 
such records do not tell- the best paying crops or the best classes of 
live stock. The next step is to consider those records of the different 
farm enterprises that enable the farmer to determine whether pota- 
toes or corn should be grown and whether hogs or cattle should be 
kept. For this purpose other records are needed in addition to those 
already described. The most important of these is the labor record. 

MB &« EEQOB BS. 

Farm labor records are equally as important as cash records, for 
in no industry at the present time is labor so iuefiieiently used as in 
farming. This statement may seem sonaewhat unwarranted, inas- 
DEiuch as the farmer is considered as. hard-working and as receiving 
sma-M pay for his labor. It is true that a great many farmers work 
long hours aad at hard physical labor, but it is not necessarily true 
that they work efficiently aJl the tim.e and at work which is. returning 
them a fair wage. Of the 6,4Q0,00{> farmers in this country not many 
©f them can teU how many hours of labor it takes to produce a bushel 
of wheat or a bushel of corn and whether corn or wheat in that par- 
ticular locality returns them the bes-t wages for each hour worked. 
Yet when a farmer's: work is almost eatirely on a few important crops 
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or classes of lire stock should he not Icnow something about the dis- 
tribution of his labor and what each part is paying' him ? 

Labor records require some time and careful attention, for in no 
other business does a man work at so many different things as on a 
farm. He is continually going from one kind of work to another, 
perhaps spending only a few minutes on each", and especially is this 
true on the smaller sized farm. Then, again, many operations on the 
farm can not be, directly charged to any particular crop or class of 
stock, as, for instance, chores or general farm work. If it were aM 
uninterrupted work on some particular crop or definite enterprise the 
labor records would be a simple matter. The miscellaneous odds 
and ends of work on the farm caase much loss of time and greatly 
increase the cost of the really productiTe enterprises. The labor 
record is the first step which has to deal with the profit or loss on the 
separate enterprises within the farm. This labor consists of two 
kinds, man and horse, each of which must be accounted for. In the 
following sta.tement are shown the average hours that regular farm 
laborers on certain farms worked during the different months in the 
year: 

Daily average of hours of labor of regular farm workers, by months, for one year. 





1.— New England 


2.— Iowa grain and 




dairy farm. 


stock farm. 


ma. 












Weekdays. 


Sundays. 


Week daya 


Sundays. 




Hours. 


llour». 


Sours. 


Hours. 




11.4 


*T.2 


10. S 


5.9 




11.7 


*7.3 


11.3 


*9 




11.4 


5.1 


12.3 


4.8 


April 

May 


12.2 


S.3 


12.2 


4.7 


11.9 


4.4 


12,3- 


3.6 




11.9 


3.7 


12. T 


3.3 


My 


11.8 


3.6 


12.6 


3.1 




J1.3 


3.3 


12.6 


3.2 




11.2 


4.0 


11.8 


2.7 




11.5 


3.6 


12.3 


2.9 




ia.3 


4.9 


12.2 


3.3 


December 


9.7 


4.3 


12.4 


*8.2 


Yearly average 


11.35 


4.5 


12.1 


3.9 



♦"During these months only one regular worker was employed, the Sunday work being done by him and 
the owner. All other msnths from two to three regular woAers were employed. 



Figure 1 shows the average monthly cost per hour of man labor on 
the dairy farm, this rate being determined by dividing the total cost 
of labor for the particular month by the total hours worked by paid 
labor during that month. The high cost of labor in September is 
due to extra labor for silo filling and thrashing. It is commonly 
supposed that labor costs more in the summer than it does in the 
winter, but actual records seem to show that on most farms an hour 
of labor costs more in winter than it does in summer. This fact is 
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accounted for by the greater length of the working days during the 
summer. 

Figure 2 shows for farm No. 2 the average hours that the farm 
horses worked on week days during the different months in the year. 
The average per day for the year was 3.6 hours. There is an enor- 
mous waste of labor when the average farm horse in this country is 
used only 3f hours a day during the year. It is true that some 
farmers utilize horse labor more effectively, but our investigations 
indicate that about hours a day is the average for, the Northern 
States. These illustrations are given here simply to show the 
importance of labor records. 

There are several methods of keeping labor records, no one of which 
can be used on all types of farms. Some farmers wiU find one method 
easy and satisfactory, while others will find the same method difficult. 



CENTS, 


JAN. 1 FEB.I MAR. 1 APR. 1 MAY 1 JUN.I JUL. 1 AUG.I SEP. 1 OCT. 1 NOV. 1 DEC. 
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Fig. 1.— Cur-'e showing tho actual monthly cost per hour of larm labor on a New England dairy farm 

in 1910. 



For instance, a system of labor records which proves useful on a 
dairy farm might be totally impracticable on a fruit farm. There 
are two principal methods of keeping labor records. The first is 
simply to note the total hours put on each enterprise daily. The 
second is to itemize all the labor, so that the total hours spent in 
doing each separate operation on each of the different enterprises 
can be ascertained. The first method is easier and simpler and for 
most purposes is quite satisfactory; but for careful study and com- 
plete analyses of the costs detailed labor records are needed, and tins' 
necessitates using the second method. 

Figure 3 illustrates a modification of the Koberts system of labor 
records. One sheet serves for a month. The different enterprises 
are written across the top of the page and the dates down the left- 
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hand margin, each column being diTided into two parts for man 
hours and horse hours, respectively. At the end of the month the 
total amount of labor spent on each enterprise can be determined and 
posted to another book. This form of labor record is easy to keep 
and is useful, as it gives the total hours spent on the different enter- 
prises for the year. 

Figure 4 illustrates a form used where the labor records are carried 
out to the utmost detail. It contemplates that each laborer or some 
one for him shall make out a daily report similar to the one shown. 
This method of keeping labor records involves a great deal of work, 
but for cost-accovmting investigations it is practically necessary to 
use some such system. The form illustrated was designed by Mr. 
W. A. Peck while connected with the United States Department of 
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Fig. 2.— Curve showing the average hours of work i>er day per farm work horse on a 3;o-aore grain and 

stock farm In Iowa. 



Agriculture. It is designed to meet the needs of the investigator, 
and goes into greater detail than the average farmer would wish. 

Another method has been found useful on some farms. An ordi- 
nary ruled book can be used with the headings of different enter- 
prises written in at the top of the pages, similar to the forms 
illustrated on page 18. Under each heading is noted the amount 
of labor spent on that particular crop for that day. This method 
gives at the end of the season a complete record of the labor on each 
enterprise. From such a labor record the labor costs can be 
determined. 

All labor records should be in terms of hours. Keeping them by 
days is not satisfactory. The statement of the average hours worked 
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daily sliows that the length of the working day varies greatly. Given 
the total amount spent for labor, which should include wages, board, 
room, and other privileges, the actual cost per hour can"^ be easily 
determined by dividing the total cost of labor by the total number of 
hours of labor performed. 

To determine the cost of horse labor, one must know the approxi- 
mate cost of keeping the horse during different periods of the year. 
Cost-accounting records show that the cost of horse labor varies from 
6 to 16 cents an hour. The rate depends on the number of horses 
kept, the cost of keeping them, and the average number of hours' 
work done per day. On most farms the amount of work done by 

MONTHLY WORK REPORT 
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Fig. 3.— Illustration of a fonn of monthly labor-report blank. 



horses is much greater at some seasons than at others. In such 
cases the, cost per hour of horse labor varies greatly from month to 
month. The best plan is to determine the average for the year and 
use the result in figuring costs. 

BECOBDS OF SEPABATE FABM EITTERPRISES. 

The preceding pages have been devoted to the consideration of 
those accounts invol-ving the receipt and expenditure of cash and to 
the usefulness of and methods of keeping labor records. Labor rec- 
ords are necessary in finding the cost of various farm crops and other 
farm enterprises, but labor is not the only item that enters into the 
cost of an enterprise. Hence, if the farmer is to know the actual 
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profit (or loss) from each crop grown or each lot of stock fed, he must 
keep other records. If farming were simply growing corn, raising 
wheat, or keeping a dairy, a separate record of each enterprise would 



Regular Worker's Daily Time Sheet 

Day of Wcek/^^^,^ Date J/i<e^ /O ^9// 



U. S. Department of Agriculture 
in cooperation v^ith 



KIND OF WORK. 

.Include iiiiiilQiiiLiitM uroI, tiuitilxn- u\ toulila, etc. 



MAN 

HOURS. 




00--^_ -■ — ^ 

so—, 

00— 
80-^ 
00— 
30- 
00-- 
30— 
00— 
30- 



/X 



/ 



/ 



oti — 
so— 

00— 
30— 
OOr^ 
•m- 

00- 
30 

00^ 



7.00 

7.8()— 
8. 00— 



TOTAL HOURS 



REPORT O. K. 



Fig. 4.— Illustration of a desirable form lor detailed farm-labor records. 

not be needed in order to learn the source of profit or the cause of 
loss; but farming is generally more or less diversified, the income 
being received from several sources. These sources may be hogs, 
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cattle, poxxltry, fruit, wheat, hay, potatoes, truck crops, and the like. 
It is necessary to know what each of these enterprises returns for the 
expenditures made upon it, if the farm is to be conducted in a busi- 
nesslike manner. The cost, income, and profit of a field of corn is 
given in Table I. 



Table I. — Account with a crop of covn in Jicld S (^S6.4S acres) on an Iowa, JavTjij 1910.^ 



Items of statement. 


Date. 


Total— 


Per acre — 


Per 
bushel. 


Man ' 
Hours. ^ 


nours.^ 


Cost. 


Man 
flours.^ 


Horse 
Hours, 


Cost. 


Plowing, fall of 190S (14- 

inpli trctn(T\ 


Mnr 9t tn Ar^r 2 

A r\r 7 fn 00 


ssi 

90i 
2.1* 
30i 
332 

68 
54.- 

51i 

57 

59 
305i 


342 

361 
51 
61 
72i 

118 
109 

103 

114 


$46.48 

49.28 
8. 5« 
10.25 
11.86 

19.49 
18. 31 

■ 17.31 

19. 15 

7.44 
102.65 


2.34 

2.47 
.70 
.84 
.92 

1.59 
1. 49 

1.41 

1.56 

1.62 
8.38 


9. 38 

9.89 
1.40 
1.67 
1.99 

3. 18 
2. 99 

2.82 

3.12 


$1,279 

1.351 
.238 
.281 
.325 

.5-34 
. 502 

.474 

.525 

.204 
2.814 






Harrowing 


Apr. 29 to May 4 

Apr. 30 to Mav o . . . . 
May 10 tol4.: 




FlOriitiii^ (witll pl&ntcr) 
Harrowing (after plant- 

CultivtitiTi!^ (first tirno), 
Culti Veiling (second 

time). 
Cultivating ( t li i r d 

time). 
Cultivating (fourth 

time). 
I'ickinf.,' seed com 






\fQTT 07 in "jn 













June 23 to July 5 . . . . 
Sept. 27 to Oct. 7.... 






Husking (from stand- 
ing stalks). 

Total labor cost. . 


6U 


16.75 








851 


l,940i 


310. 98 
124. 91 
27.50 

18.24 
23.27 
■25.53 
255.35 


23.32 


53.19 


8.524 
3.424 
.754 

.500 
.6Sa 
.700 
7.000 








Seed, 5 J bushels, 

at $5. 
General expense 


























Equipment 

Taxes 


























Interest (rent) . . . 














Total cost. . 


















785.78 






21.54 




Summary: 


















1,127.36 
786.78 






30.90 
21.54 


$0,512 
.367 














Profit 
















341.58 






9.36 


.155 















1 Previous crop: Timothy for seed, 1909. 

2 Rates per hour; Man hours, 12.6 cents; horse hours, 10.5 cents. 

s Yield; 2,200 bushels of grain, at 50 cents (average, 60.3 bushels per acre), $1,100; stalks, $27.36; total, 
$1,127.36. 



The figures in this table are taken from records of actual experience. 
The number of hours of man and horse labor is given for each opera- 
tion, such as plowing, disking, etc. The cost of m'an labor was de- 
termined as stated on page 23. The value of the owner's labor and 
of family labor was counted at the same rate as for the regular work- 
men, although it was not paid for in money. The cost of the horse 
labor was determined by taking the total hours that the farm horses 
worked during the year and dividing it into the total cost of keeping 
these horses for the year. The rates for man and horse labor are the 
actual rates found on that particular farm for that year. "When 
records sufficient to determine the actual cost of horse labor are not 
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at hand, the next best plan is to assume a cost based upon such data 
as can be had. 

In addition to the labor cost the table shows certain other charges 
against the crop, namely, the cost of seed, the value of manure used 
(only part of which is charged to the corn crop, the remainder being 
charged to later crops), the. use of implements and machinery, general 
expenses, taxes, and land rental or interest on the investment in 
land. The total of all these charges gives the total cost of growing 
the corn up to the time it is put in the crib. The equipment cost, or 
the charge for the use of machinery, is difficult to determine accu- 
rately. In this illustration the equipment charge was arrived at 
through carefully kept records relating to the investment in, repairs 
of, and depreciation of the implements used in growing the crop. 
It is not expected that many farmers will work out these equipment 
charges in such detail, as it is not necessary in determining the ap- 
proximate cost. A good plan for the farmer to follow in this matter 
is to use average figures for the acre cost of each of the machines or 
implements used, such as are given in Bulletin 73 of the Bureau of 
Statistics, entitled "The Cost of Producing Minnesota Farm Prod- 
ucts, 1902-1907," and Bulletin 212 of the Bureau of Plant Industry, 
entitled "A Study of Fdrm Equipment in Ohio." * 

Another way of arriving at the machitfery cost per acre is to esti- 
mate the annual cost (depreciation, repairs, and interest) of each 
implement and to divide this estimate by the number of acres on 
which the machine is used during the year. Thus, if a plow cost $12 
and the depreciation is 10 per cent ($1.20) a year, the repairs $1 
(including sharpening), and the interest (at 5 per cent on the average 
value of $6 for its estimated life period of 10 years) 30 cents, the 
total cost of the plow per year is $2.50. 

Now, if this plow is used on 50 acres during the year, the acre 
cost is 5 cents. But if the plow is used on only 10 acres, then the 
acre cost becomes 25 cents. This estimate does not allow for the 
shght increase in the items of repair and depreciation where the 
machine is used on the larger acreage, but these charges do not increase 
in direct proportion to the acreage covered. 

The rental value of the land is also a difficult charge to determine, 
inasmuch as it depends on the value of the land and on current 
rates of interest. Some parts of the farm are more fertile than others 
and hence are worth more. The most accurate method of deter- 
mining the charge for land rental is to place a definite valuation on 
the land in each field of the farm and then fix the rental value at a 
sum equal to the interest on that value. The rental or interest 

» Application tor either of these bulletins shotild be addressed to a Senator, a Member ol Congress, or 
to the Secretary of AgricultUf e, Washington, D. C. 
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charge forms a large percentage of the total cost of most crops. In 
the crop of corn shown in Table I it is one-third of the total cost. 

The relative profitableness of the different farm crops is an excel- 
lent guide to the farmer in planning his cropping system. Yet it 
must be kept in mind that cost is only one of the things to be con- 
sidered. The distribution of labor throughout the season is highly 
important. As far as possible crops should bo grown that do not 
require lai^e amounts of labor at the same time. 

nVE-STOCK EECORDS. 

In addition to the cost and income from crops, it is equally impor- 
tant on farms where live stock are kept for profit to secure similar 
records for each class of such stock. It not infrequently occurs that 
a farmer turns a profitable crop into a loss through injudicious feed- 
ing. In the following paragraphs the records needed to determine 
the gain or loss on a single class of live stock are shown and methods 
are suggested for keeping them. 

Table II shows the items that are included in such an account. 
Some of these items are easUy determined; others are estimates, and 
the accuracy of the final result depends largely on the accuracy with 
which these estimates are made. It is seen that the estimated value 
of the manure is about one-third of the final profit. The data as 
given in the table are an approximate yearly record on a Wisconsin 
dairy farm. 

Table II. — Outline account for one dass of live stock: Dairy herd. 



Data. 



Total. 




Inventory: 

Jan. 1, 1910— 

Live stock — 47 cows, 3 balls . 
Equipment 



Total 

Jan. 1, 1911— 

Live stock— 38 cows, 2 bulls . 
Equipment 



Total 

Difference (decrease) . 



Beceipts: 

Milk and cream (225,689.3 pounds). 

Cows sold 

Bulls sold 

Calves sold (34) 



Total receipts. 



Expenses: 

Mixed hay, 26.5 tons.. . 
Alfalfa hay, 10.71 tons. 

Silage, 168.28 tons 

Gram, 34.38 tons 

Pasture, 7 months 



Total feed cost.. 
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Table II. — Outline account for one class of live stock: Dairy herd — Continued. 



Data. 



Subtotal. 



Total. 



Expenses— Continued. 

Man labor, 8,819J hours, at 12 cents . . 
Horse labor, 1,443J hours, at 10 cents.. 

Total labor cost 



Feed for bulls 

New equipment 

Repairs on equipment. 
Salt. 



Advertisements 

Miscellaneous (general expenses, etc.). 
Decrease in inventory 



Total miscellaneotis expenses 

Total expenses 

Difference between receipts and ejcpenses. 



Interest at 5 per cent on average investment in cattle and equipment. 
Building charge, 16 per cow per year 



Balance 

Add estimated value ot manure. 



Profit. 



$1,058.34 

144. 35 



$1,202.09 



80.33 
5.23 
1.31 
13.70 
22.50 
49.05 
365. 70 



537.82 



147.66 
255.00 



$3,865.21 
1,631.88 



402.56 



1,229.32 
641.05 



1,870.37 



It will be noted in Table II that the first items given constitute an 
inventory of the class of live stock considered. This inventory is 
made in order to determine the increase or decrease of the value of 
the herd during the year. In a set of farm accounts the inventory 
of the different classes of live stock would be included in the regular 
farm inventory. The receipts which can be credited to the dairy 
herd are milk, cream, and live stock sold. In addition to these 
sources of income, the herd should be credited with the value of the 
manure produced. This item is added later as a special credit and 
is not included with the actual income. The amount of credit to 
allow the herd for manure is one of the most difficult points in aU 
farm bookkeeping. Generally speaking, manure has no market value 
in farming communities, and its actual worth to the farm wiU vary 
greatly. Each farmer must be his own judge as to the value of 
manure. Where the manure is wisely used, its value will usually 
not vary widely from $1 per ton on dairy farms, and the amount pro- 
duced per head will not vary greatly from a ton per month. The 
proportion of the manure that becomes available depends on the 
length of time the cows are stabled and on the care given the manure. 

Under expense's are feeds, including that for the herd bulls (see 
Table II), man and horse labor, equipment, repairs, and miscellaneous 
expenses. In addition to these direct charges, certain other items 
must be taken into consideration in order to determine the profit or 
loss for the year. We have already credited the herd for sales of live 
stock, the amount received from this source being over $1,800. Now, 
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if the herd were worth as much at the end of the year as at the begin- 
ning this $1,800 would all be clear profit, but the inventory shows 
that the value of the herd because of these sales has decreased by 
$366.30. The profit from sales of stock is thus $366.30 less than 
$1,800. For this reason we include the decrease in inventory in the 
charges against the herd, so that it will finally be deducted from the 
$1,800 which has been included in the income. 

Finally, we must take account of the interest on the money invested 
and the interest and the depreciation on the barn. Interest on the 
investment is not an actual expense, and hence is given in a separate 
list beneath the list of actual expenses. With it is given the item 
of barn rent. This latter item represents an actual expense, but it 
may be an expense incurred several years earlier; it may be a part of 
the actual current expenses also, as is the case when the barn has not 
been paid for and the farmer is paying interest on the money used in 
building the barn. 

Dairy farmers not infrequently delude themselves into thinking 
they have determined the profit on their herds when they have 
deducted the cost of the feed from the income received from sales of 
dairy products. Table II shows how far they are in error when profits 
are estimated in this manner. 

The method of keeping feeding records of a class of live stock will 
be taken up more in detail in another paragraph. 

The labor records of live stock are not hard to determine, for the 
amount of labor required each day is fairly uniform. A careful 
estimate can be made of this labor once or twice a month and the 
total for the year then ascertained. The total based on these 
monthly estimates will not be absolutely accurate, but will be near 
enough for all practical purposes. The depreciation charges for 
the live stock, which are often included in live-stock accounts, are 
taken care of by the increase or decrease in the inventory. The 
interest on the investment can be based directly on the average invest- 
ment as shown by the two inventories. The building charge, or the 
cost of housing the live stock, should be based on the investment in 
buildings and the annual repair, depreciation, and interest charge. 
This figure is difficult to determine accurately, but most farmers will 
be able to determine it with sufficient accuracy for their purposes. 

In charging the different classes of live stock for feed several dif- 
ferent practices are followed, and the results obtained are largely 
governed by the method used. Often it happens that a farmer is 
more interested in his cattle than in his crops. In order to make his 
dairy show a profit he will charge the herd with the estimated cost 
of the different crops which he grows for feed. This cost price may 
be very much lower than the prevailing market prices of the grain 
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and hay or other roughage^ If there is any profit from the operation 
of the farm, tliis method gives all the credit for this profit to the cows. 
Other farmers charge the live stock full market price for feed raised 
on the farm. This is undoubtedly the correct procedure, but the 
price used should be the price at the farm and not the price at the 
near-by market point. The price at the farm and at the market 
point differ by an amount equal to the cost of hauling the feed to or 
from market. But when cows are charged market prices for feed, 
they must also be given credit for the manure they produce. 

After a farmer has kept records for several years relating to the 
cost of different enterprises and to the cost of caring for and feeding 
five stock, he will be able to work out certain standards which he can 
thereafter use from year to year. For instance, if a dairyman has 
kept records for four or five years on the amount of labor required in 
caring for dairy cows and finds this to be about 16 hours per head 
per month, he may thereafter use this figure in his records rather than 
go to the trouble of keeping careful records covering this point each 
year. If more of these normal farm costs were known many of the 
worst difficulties in farm bookkeeping would disappear. It is because 
practically no information is available on many of these points that 
there is the utmost need for careful work. Under present conditions 
it is only by having fairly accurate records for a series of years that 
the farmer can determine with reasonable certainty the cost of any 
live-stock product. This matter is one of great importance. Fox 
example, if dairymen in the Eastern States could state definitely 
that a quart of mUk costs 4 or 5 cents, or whatever the figure may be, 
they would then be in position to demand a price which would give 
them a margia over the cost of production. Until such costs are 
determined it is doubtful whether the consuming pubUc will recog- 
nize the difiiculties that confront the dairy farmer. 

IIVE-STOCK PKODUCTIOIT RECORDS. 

In addition to the records of herds or groups of live stock, records 
are sometimes necessary for each individual animal. This is espe- 
cially true of dairy herds where the same animals are kept for several 
years. The mUk record of the individual • cows is one which is 
exceedingly important on aU dairy farms. It is not necessary, for 
ordinary purposes, to keep a daily record of the weight of the mUk 
produced by different individuals of the herd; a record of the produc- 
tion of each animal for a certain day each month will usually serve 
quite as well. Using this as a basis the total production during the 
year for each cow can be estimated very closely. The total imlk yield 
of a cow, estimated on the basis of one weighing each month, will 
seldom be more than 3 per cent in error from the true production. If 
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milk is marketed on tlie basis of its butter-fat content, then the butter- 
fat records are equally as important as the milk records. Several 
forms for keeping milk records are used by the different State colleges 
and experiment stations, each with its individual merits, and any of 
them will he found satisfactory. An essential point in keeping any 
hve-stock production record is to have the blanks handy and in such 
form that they can be totaled without trouble at the end of the month. 

FEEDIITG SECORDS. 

It is believed that the most difficult records with which the farmer 
has to deal are feeding records. These are of such a nature that in 
keeping, them one is constantly dealing with uncertain quantities and 
values. It is a problem to know the value of a certain crop when it is 
placed in the barn for feeding purposes, as the quality of that crop may 
be above or below the average. Again, the amounts fed to each 
animal, or even to the different classes of live stock, are more or less 
of an estimate; it is nearly impossible under commercial conditions to 
weigh the feed at each feeding, as any one knows who has ever taken 
care of a large number of cattle or stock of any kind. But this fact 
should not discourage the farmer from attempting to keep a feeding 
record, for such a record can be made exceedingly useful and valuable. 
A careful estimate based on the weighing of feeds one day in a month 
is usually sufficient to give a very satisfactory idea of the total amount 
of feed consumed by each animal or herd, as the case may be. Where 
high-priced grain is fed it often happens that a ton of grain is worth 
more than a ton of milk, and one can not afford to be ignorant of the 
actual amount fed. Fortunately, it is comparatively easy to weigh 
or measure grains and other concentrated feeds. The weighing of 
feeds also eliminates irregular feeding, whether the feeding is done by 
the same man or by different men, and this tends to prevent fluctuk- 
tion in milk yields; oftentimes also it prevents sickness of animals. 
Numerous kinds of feeding-record blanks are in use by farmers and 
by different agricultural colleges, but none of them are suited to all 
conditions. If feeding records are to be kept it is a simple matter to 
draw up a form which will answer the purposes of the feeder. The 
main point is to have some clear, concise form on which the records 
can be uniformly kept and in such manner that they can be tabulated 
with the least possible effort. It is useless to go to the trouble and 
expense of keeping records unless they are made bf some use. 

It is surprising how little attention has been given to the cost of 
keeping work horses, for this is one of the largest items of expense on 
a groat many farms. For the most part the feed given to horses is of 
higher quahty than that given other stock and is more expensive. In 
Extension Bulletin 15 of the University of Minnesota are giVen the 
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results of some accurate horse-feeding records on farms in that State. 
The investigations show that the annual cost of keeping a horse 
several years ago, when prices were lower than at present, was about 
$85. This cost is certainly high enough to warrant careful considera- 
tion by the farmer; too many horses wiU eat up the profit in farming. 
When it is considered that the average farm horse works only about 
3^ hours for each week day in the year it is evident that more atten- 
tion should be given to the efiicient use of horse labor. 

INTEEPEETATION ASB USE OF FAEM ACCOTJITTS. 

In the foregoing pages are outlined very briefly the reasons for farm 
bookkeeping, and methods and forms are suggested for carrying it 
out on ordinary farms. The question arises, How can the information 
gained by these records be applied to the various phases of the farm 
business ? Time and energy spent in keeping acgounts are absolutely 
wasted unless an intelligent use is made of them. Moreover, one 
must not suppose that a number of records are needed before anything 
valuable can be obtained from them. It is surprising what useful 
information can be secured from a few simple records. It is even 
more surprising what wrong interpretations can be drawn from a set 
of farm accounts by one who does not understand their real meaning. 

Tho subject of cost accounting on the farm is one of exceptional 
perplexity. The difiiculty is mainly due to the fact that so many 
of the factors entering into the fimal result can not be determined 
with absolute precision and hence must be more or less in the nature 
of estimates. For example, the manure produced by a herd of cows 
or by a herd of fattening stock may be the major consideration in 
keeping stock at aU and may justify feeding animals at an actual loss 
so far as the cost of feed and the value of production are concerned, 
yet it is not possible to determine with any great degree of accuracy 
the value of this manure. Again, the cost of an enterprise may de- 
pend on such factors as the length of time an implement will last, 
the amount of its use, the proportion of manure or fertilizer which 
applied to a given crop wUl be used by that crop and how much will 
be available for later crops— all more or less indeterminate. 

Another difficulty arises from the dependence of cost in one case 
on costs in others. Thus, the cost of producing a crop of corn de- 
pends in part on the annual cost of keeping a horse, and this cost in 
t\irn depends in part on the rate of depreciation of farm buildings. 
Hence, the annual cost of the barn in which the horse is stabled be- 
comes a factor. The cost of a crop of com also depends on the acre 
cost of farm machinery, a very difficult matter to determine with 
accuracy. 
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No attempt has been made in the foregoing pages to treat the subject 
of cost accounting in an exhaustive manner. It has been the aim 
rather to deal with as simple a record as possible and yet at. the same 
time have the results of sufficient value to be of use to the farmer. 
The trained agricultural student or the business-college graduate 
wUl no doubt desire a more detailed system than has been outlined 
here, and in this desire he is perfectly justified. But the average 
farmer is not a trained bookkeeper, and the very nature of his work 
is such that it is hard for him to do clerical work. After being in the 
field aU day or out in a cold biting wind, it requires considerable ex- 
ertion to write up a set of accounts in the evening. The farmer is 
trained to do physical work and, although he is intelligent and capable 
when it comes to deciding important matters, it is difficult for him to 
do clerical work of this character. When physically tired it is doubly 
difficult to do such work as adding a column of figures. Farm 
bookkeeping is a matter of adapting simple methods to the farmer's 
needs. It is not a question of forms or having the accounts on the 
right side of the page or of having them balanced in a certain way, 
but it is a question of a correct knowledge and understanding of the 
facts as they exist on that particular farm. 

In the preceding pages no efl^ort has been made to outline a full 
double-entry system of bookkeeping, although it is admitted that such 
a system would give more complete and systematic results than the 
simpler methods presented here. Those who have the necessary 
knowledge of bookkeeping to manage these more complicated 
systems may very well do so if they desire, but for the average farmer 
this would hardly be practicable and the simpler methods outlined 
here are believed to be more satisfactory. 

SUMMAEY. 

Good accounts are as useful to the farmer as to the business man, 
since farming is a business the same as banking or any other com- 
mercial enterprise. Farm bookkeeping does not require that the 
account be kept in a particular form or upon a certain side of the 
page, but is a logical selection and arrangement of farm data to permit 
correct interpretation. 

The difficulties of farm bookkeeping are generally overestimated, 
an entirely wrong impression being held by many people on this 
subject. Complex forms and methods do not always mean successful 
farm accounting, for sometimes a few pages of weU-selected records 
are of more practical value than volumes of figures. 

Inasmuch as the farm business and the home are practically 
inseparable, personal and household accounts are needed to balance 
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the boolss. Both of these accounts are best handled by grouping 
the items as much as possible. 

A complete inventory is the first and most important step in starting 
the accounts. The determination of proper values is a matter of 
good judgment, aided by a study of current market prices. 

The cash transactions on a farm may be kept in several ways, but 
entering the items directly in their respective accounts appears to be 
one of the most satisfactory methods. 

A thorough understanding of what constitute farm receipts and 
expenses is necessary; otherwise the profit of the farm is seldom 
figured correctly. 

A farm is a combination of enterprises, and a study of each enter- 
prise in its relation to the others is of the utmost importance. Wheat 
may be a profitable crop to grow, oats an unprofitable crop. Records 
of the separate farm enterprises will show the facts in each case. 

Labor distribution records are seldom kept by farmers, yet such 
records are in many respects equally as important as the cash account. 
A good bank balance is often the result of the efficient use of fa'rm 
labor. 

Crops which are grown at a profit may, by being fed to a poor class 
of live stock, have tliis profit turned into a loss. Live-stock records, 
although not so easy to keep as those on crops, are often more useful 
to the farmer. It is poor policy to lose by injudicious feeding the 
profits on the crops grown. 

Live-stock production records are a guide to the qualities of 
animals kept; such records are of the utmost importance to the 
dairyman. 

Good accounts are within the reach of every farmer. The few 
minutes regularly spent on them will yield larger returns than an 
equal amount of time devoted to farm work, provided proper use is 
made of the information the records contain. 



[A list giving the titles of all Farmers' Bulletins available for distribution will be 
sent free upon application to a Member of Congress or the Secretary of Agriculture.] 
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